The literature on the effects of FDI in developing countries provides a range of prospective benefits to the recipient country, however many benefit of FDI are frequently challenged. The orientation to the market economy adopted by the Algerian government in the early nineties, and its desire to investment development allow it to attempt to attract FDI by giving many incentives. This paper examines qualitatively the extent to which Algeria benefits from the FDI attracted since the progressive economic reform and the opening process. The major conclusions stand out from this paper are as follow: (a) Algeria has not yet reached to attract the desired level of foreign investments. (b) Most of the foreign projects focus on the hydrocarbon sector. (c) The lack of the absorptive capacity of the Algerian economy. All these factors together hamper the potential spillover benefits from FDI.
Introduction
Foreign Direct Investment (FDI) became an important financial source for capital projects, vital for Emerging country's development. According to OECD definitions, FDI is a category of investment that reflects the objective of establishing a lasting interest by a resident enterprise in one economy (direct investor) in an enterprise (direct investment enterprise) that is resident in an economy other than that of the direct investor, the lasting interest implies the existence of a long term relationship between the direct investor and the direct investment enterprise and a significant degree of influence on the management of the enterprise. The direct or indirect ownership of 10% or more of the voting power of an enterprise resident in one economy by an investor resident in another economy is evidence of such a relationship. The provision of incentives (tax incentives, and/or subsidies) and the adoption of FDI stimulating policies stem from the expectation that FDI will bring tremendous benefits to the recipient countries (Azman Saini, Ahmed Zoubaidi and Siong Hook Law, 2010) [1] by enhancing the economic growth. Andreas Johnson (2005) suggests that there are two mechanisms through which the FDI growth enhancing effect may take place, first, the FDI growth nexus might involve an impact of FDI on capital accumulation, in this case the impact of FDI depends only on its influence on domestic investment, second beyond its direct role on capital accumulation, FDI is expected to be growth enhancing by increasing productivity in host countries through technology transfers. The interaction between transnational corporations (TNCs) and domestic firms in developing countries can results in higher rates of knowledge and technology diffusion, thanks to the number of mechanisms, such as imitation, increased competition, training and human resources mobility (UNCTD, Geneva, 2010 ) [2] . Kjetil Bjorvatn, Hans Jarle International Conference on Information, Business and Education Technology (ICIBIT 2013) Kind and Hildegunn Kyvik Nordå s (2002) [3] state that local suppliers may be able to provide intermediates to foreign affiliates and over time, these supplies may become more and more skill intensive. Roland Craigwell (2006) [4] suggests that an increase in FDI leads to higher employment. It has been pointed out in many studies that FDI spillovers do not appear automatically, but depend on the host countries absorptive capacity (Magnus Blomsterom &Ari Kokko, 2003) [5] . FDI in the primary sector tend to have a negative effect on growth while investment in manufacturing a positive one, an evidence from the FDI in the service sector is ambiguous ( Alfaro, 2003) [6] . The potential spillover benefits from FDI are realized only if local firms have the ability and motivation to invest in absorbing foreign technologies and skills, to motivate subsidization of foreign investment, it is therefore necessary at the same time, to support learning and investment in local firms as well (Magnus Blomsterom &Ari Kokko, 2003) [7] . E.Borenztein, J.De Gregorio, J-W.lee (1998) [8] suggest that the higher productivity of FDI holds only when the host country has a minimum threshold stock of human capital. Thus FDI contributes to economic growth only when a sufficient absorptive capability of the technologies is available in the host country. Among local country conditions Laura al (2003) [9] , herms and lensink (2003) [10] , Mohammed Omran and Ali Bolbol (2003) [11] , Christer and Junjie (2007) [12] , Mohammed Arshad Khan (2007) [13] examined the intermediary role played by local financial institutions in channeling the contributions of FDI to economic growth, they argued that the lack of development of local financial markets can limit the economy's ability to take advantage of potential FDI spillovers.
Like other developing countries, Algeria wants to benefit from the advantages of foreign direct 2. FDI in Algeria :overview
Trend and patterns of FDI
The evolution of FDI inflow to Algeria can be divided into stages according to the analysis of the table's data. The period between1993 to 1995 was characterized by a total absence of the FDI in Algeria due to the complicated situation of Algeria on the economic, politic, and social levels. This period witnessed the external indebtedness crisis aggravation, and therefore the raise of the external debt services which exceeded the available payment capacities, so that, the authorities were forced reschedule the external debts, which was followed with a strict application of the structural reform conditions made by the International Monetary Fund. Besides that, the deterioration of the security situations, as well as the political instability during that time had negatively affected the attraction of the FDI. Under this situation as well as the economic instability and the high risk, FDI would never be attracted even if better financial and tax motives have been given. The period between 1996 -2000 has been characterized by the inflow of the FDI to Algeria which estimated to 270 and 438 million dollars mostly consecrated in oil sector [15] , so that Algeria wasn't attractive to the FDI in the other sectors. In the same time, Algeria was too far from the level reached by the Neighboring countries like Morocco where the FDI volume was in 1997 four times higher than in Algeria. While the fact of the , it increased again by 13.6% to get USD 2571 million in 2011, which represents 6% of the FDI inflow to the Arab countries, that is why Algeria got the fifth rank among the Arab countries in 2011, after the Saudi Arabia that got the first rank being the biggest welcoming country of the foreign investments by 38.2% among the total FDI inflow to Arab countries, followed by Emirates, then Lebanon, then Sudan, while Morocco was the sixth after Algeria followed by Tunisia; Egypt got the 19th rank before Yemen and Libya which are in the last ranks [17] . The decline of the FDI inflow to Egypt is due to its recent bad political situation. , and that includes 36 French projects of 9 billion DZD (USD 0.122 million). As the second major investor in Algeria, Arab countries with 174 projects which represent DZD 1258036 million (USD 0.652 billion), among them 14 projects belong to Egyptian investors with DZD 48 billion (USD 0.652 billion). Emirate, Egypt, Saudi Arabia, Kuwait and Sultanate of Oman are considered as the most important Arab investors in Algeria in the number of projects, especially in the communication sector through Orascom Telecom Company of cell phone and some activities in services sector. USA occupied the fourth rank with 9 projects with the value of DZD 58821 million (USD 0.799 billion), in the same period of 2002 to 2011, after being the largest foreign investor in Algeria with more than USD 906 million (which is approximately the equivalent of DZD 63 billion) in the period 1998-2001; the American companies focus particularly on hydrocarbon sector, beside other sectors such as Pharmacy [19] . 
Source: made by the author according to the FDI and GFCF data from UNCTAD and WORLD BANK accessed on 2012
Therefore it can be said that the ratio of FDI in the total of the fixed capital formation knew unbalanced rates during the period from 2000 to 2009. Although the improvement realized in some years, but the FDI is not that important for Algeria to finance investments, since the state has been relied on the average of the national saving which is considered high as it's shown in the following graph: 
FDI Contribution in the Economic growth
The total of the GDP has increased from USD 54. The table.6 which represents the contribution of FDI in the economy measured by the value of FDI inflow as a ratio of GDP in Algeria and other countries, shows that the rate of the contribution of the FDI in the Algerian economy is the weakest compared to other countries with an average of 2.35 % of FDI as a ratio of GDP during the period from 2002 to 2011, while it's considered high in other countries in comparison to Algeria, among which Saudi Arabia takes the first rank concerning the contribution of the FDI in the economy by 6.86 % , then Tunisia by 5.07%, then Egypt, and Morocco by 3.83% and 3.66% respectively. According to the statistics set out in the figure.4, it can be noticed that the attracted FDI in Algeria in the period 2002-2010 had a positive effect on the employment level in terms of creating jobs. The number of the Algerian workers being employed by foreign companies during this period was approximately 39984 workers. Which represents 17.65% of the total provided job opportunities by investment projects during the same period, versus 186487 job opportunities provided by national projects, which represents 82.34% of the total job opportunities. So, it is clear that FDI contribution is very low in creating job opportunities compared to the national projects. However, the number of the foreign investment projects during this period estimated to 360 projects, which represents 1.5% of the total of projects, provided 17.65% of the total offered job opportunities during the period between (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) .While the local projects number estimated to 24655 projects during the same period, which represents almost 98.5%, offered 82.34% of the total offered job opportunities for the same period. This is an evidence of the effectiveness of foreign investment projects in providing job opportunities. Concerning labour distribution resulting from the foreign investment projects according to the economic sectors during the period (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) , the foreign investment companies in the industrial sector attracted the largest number of the national labour force; since the industrial sector created alone 24318 job opportunities during the period 2002-2010 of a total of 39984 job opportunities offered by the foreign companies among which 1965 were activities related to water and energy, and 12003 were for steel, metal, mechanic and electric industry; service sector came in the second rank with 7314 job opportunities. The companies investing in building, public works and hydraulic sector came in the third position concerning the contribution in creating job opportunities in Algeria by offering only 5141 job opportunities, despite that this sector is considered as labour-intensive sector, but its weak contribution in creating jobs is due to the companies' reliance on the foreign labour brought from their parent countries, such as the Chinese companies activating in the building and public works, which significantly relies on the Chinese labour. The foreign companies investing in the agricultural sector got the last rank, where only 22 positions were offered due to the limited investment projects in this sector during the period (2002-2010) compared to the other sectors. 
Conclusion
Unlike other middle-income economies, for many decades, Algeria has not been able to attract large amounts of FDI, and as foreign investment can help promote economic diversification through diver-sify the export (Banga, 2006 ) [24] . These results imply that a fall of FDI in Algeria may hamper the government's efforts to diversify the economy away from hydrocarbons. Therefore because of the weakness of the FDI inflow to Algeria, and the concentration of most of the projects in the hydrocarbon sector, the FDI projects invested in Algeria did not contribute enough in the economy development. In addition to the lack of the absorptive capacity of the Algerian economy (such as: the weakness of the information and communication technology, the difficulty to access the funding, unskilled and inexperienced workers…), All these factors hinder the benefit from the positive effects of foreign direct investment. Since, the FDI spillovers don't appear automatically, but depend on the host counties absorptive capacity (margnus blomsterom & kokko, 2003) . So that, Algeria should follow some procedures, in ll sectors, to ameliorate the investment environment to attract foreign investors on one hand; and to facilitate the benefit from the advantages of these investments on another hand, through:

Show the good intention in the execution of fiscal and financial incentives legally stipulated.  Initializing the infrastructures  Facilitating the establishment of the projects and getting the local funding, either for foreign or local investments.  Eliminate the bribery, bureaucracy and the administrative corruption.  Providing habilitation and scientific training centers for workers that help to assimilate the technology that foreign direct investment brings.
